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Question 1 


Rob is the sales manager of Water Wise Ltd, a company that sells and installs water tanks in regional 


New South Wales. The company is registered for Goods and Services Taxation (GST) purposes. Rob 


is provided with the following benefits / payments from the company during the 2013 Fringe Benefit 


Taxation year (where relevant, the figures are inclusive of GST): 


a. 


An annual water conservationist registration fee of $800. The fee would have been fully tax 
deductible to Rob if he had paid for it himself; 


The company purchased several 50,000 litre water tanks for $3,900 each. Rob paid the 
company $1,400 for one of the tanks. The tanks would normally be sold by the company to 
the public for $6,400 each; 


The company contributed $2,400 to Rob’s self-education expenses. Had Rob paid for the 
expenses himself he would have received a tax deduction of $2,150. The company also paid 
the Higher Education Loan Payment (‘HELP’) fees of $850 up front; and 


Rob was provided with a Windows based laptop costing $2,500 on 2 July 2012. Rob used the 
Windows laptop 20% of the time for business purposes. The company moved to Apple based 
computers six months later and Rob was given a new Apple laptop on 24 December 2012 
costing $3,400. Rob used the Apple laptop 100% of the time for business purposes. He kept 
the Windows laptop so he could refer back to historical data that would not upload properly to 
the Apple laptop. 


With reference to legal authority, comment on the Fringe Benefit Taxation (FBT) implications 


for each of the above benefits / payments that Rob received during the 2013 FBT year. 
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Question 2 


A partner at an accounting firm seeks your advice on the Goods and Services Taxation (GST) 
implications of the issues outlined below for the financial year ending 30 June 2013. All advice 
should be given with reference to legal authority and where applicable, calculations should be 
shown. 
a. A mortgagee in possession (a creditor) wishes to exercise a power of sale in relation to real 
property and is considering whether or not they can utilise the margin scheme in relation to the 


sale. 


b. A client, who is registered for GST purposes, sells only one item of stock / good with a 
purchase price of $2,800 and a sales price of $3,400. Calculate what occurs where the item is 
sold to a resident of Australia, where the item is sold to an overseas resident, and where the 


item is sold to a GST exempt entity. 


c. A client, who is registered for GST purposes, runs a wholesale nursery outlet and a retail 
nursery outlet. Comment on the GST implications of selling punnets of lettuce seedlings to a 
market gardener for further cultivation, selling harvested whole lettuce to a restaurant, and 


selling shredded lettuce with salad dressing in plastic containers to the public at large. 


Question 3 


Sanjay seeks your advice on the Capital Gains Taxation (CGT) implications of the issues 
outlined below for the financial year ending 30 June 2013. All advice should be given with 
reference to legal authority and where applicable, calculations should be shown. 


a. Maria died on 13 October 2011 leaving a vacant block of land to Sanjay. The vacant block of 
land was purchased by Maria on 20 June 2001 for $47,000. The market value at the date of her 
death was $270,000. Sanjay sells the block of land on 21 May 2013 for $350,000. Marketing 


fees and legal fees upon the sale amount to $5,000. 


b. Sanjay lives in a three bedroom house located on a two hectare suburban block close to the 
centre of Wollongong. In July 2008 the Department of Main Roads commenced negotiations 
with Sanjay and several other residents to obtain ownership rights over parts of their land. The 
Department of Main Roads negotiates with Sanjay to obtain 50 square metres (10 metres wide 
by five metres long) of land. Sanjay enters into a formal written agreement on 7 February 2013 


and receives an amount of $1,000 per square metre. 


c. Sanjay held 1,000 class A shares in ACDC Pty Ltd. The shares were acquired in September 
1995 for $1 per share. On 12 December 2012 ACDC Ltd cancelled all class A shares and 
issued 1,000 class B shares to Sanjay in substitution for the cancelled shares. The market value 
of the class B shares at that time was $12 per share. 
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Question 4 


Steve is an optometrist in a busy shopping mall which he runs as a sole trader. Steve’s optometrist 


practice is registered for Goods and Services Taxation (‘GST’) on an accruals basis. Steve advises you 


of the following transactions for the December 2012 quarter: 


a. 


$2,200 was deposited on a lay-by sale for expensive sunglasses. The customers cancelled the 


lay-by but Steve did not refund any of the money; 


. Mobile diagnostic equipment as per Schedule 3 of A New Tax System (Goods and Services 


Tax) Act 1999 (Cth) was leased out to another local optometrist for $1,330 for three months 
and a security deposit of $550 was taken above the lease amount. The equipment was returned 


in good condition and the security deposit was returned; 


$2,000 was paid to an unregistered supplier for a piece of antique diagnostic equipment to use 
in Steve’s window display. The equipment is not in a workable condition and will never be 


used other than as a decorative item; and 


Steve decided to import sunglasses from a very popular manufacturer in Sweden. The 
sunglasses cost him $(AUS) 59,925 in total. When the customs authority assessed the value of 
the shipment, they assessed it at the same amount. He paid customs duties of $5,500 and 
freight costs of $2,500 to get the stock into Australia. 


With reference to legal authority, advise Steve on the GST consequences of the above 


transactions. Where applicable, calculate the relevant amount of GST. Advise Steve whether or 


not an input tax credit can be claimed on any of the transactions. 
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Question 5 


Jack and Jill, a married couple, operate a financial planning business as a partnership. They bought the 
business in 1992 and have operated it continuously since that point in time. The business operates 
from two offices on each side of town and they service clients at both locations. The current net value 
of their Capital Gains Taxation (“CGT”) assets for the purpose of the maximum net asset value test is 
less than $6 million. Jack and Jill are both over 60 years of age. They are considering their future and 


they seek your advice on the CGT consequences of the following scenarios: 


Scenario 1: Jack and Jill retire completely from the partnership. They sell the business for a gross 
capital gain of $108,000; 


Scenario 2: Only Jack retires from the partnership and they sell half the business. Under the terms of 
the sale, Jack would agree to be employed by the business for a few hours each week over a period of 


two years. A gross capital gain of $65,000 would be realised on the sale of half of the business; 


Scenario 3: Jack and Jill sell one of the buildings along with all that is required to operate a financial 
planning business on that location. They can then reduce their working hours from 60 hours a week 


each to 45 and 35 hours a week respectively. The gross capital gain would be $72,000; and 


Scenario 4: Jack and Jill divorce. As part of the divorce proceedings Jill would transfer her interest in 
another financial planning business (a business interest set up outside of Jack and Jill’s partnership) to 
Jack and Jack would transfer his interest in their partnership to Jill. After that they would sell both 


business interests. 


With reference to legal authority, advise Jack and Jill on the CGT consequences of the above 
scenarios. 


Please remember - This examination question paper MUST BE HANDED IN. Failure to do so may 
result in the cancellation of all marks for this examination. 
Writing your name and number on the front will help us confirm that your paper has been returned. 


